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ABSTRACT 
 
Internet banking is a vital component of E-banking flourished rapidly in developed countries 
unlike developing countries. This paper provides recommendations for the banks offering internet 
services after examining the barriers in adoption of internet banking perceived by the active 
internet users living in non-metropolitan areas of Pakistan. Various, significantly perceived 
barriers identified by previous studies are presented after an extensive literature review in order 
to form a basis for developing questionnaire and comparing the findings. Data were collected 
from 520 customers of the banks offering internet services. The respondent’s selection criteria was 
being active internet user and living in non-metropolitan area of Pakistan. Findings show that the 
loss of personal service and one to one relationship with bankers, low perceived value of internet 
banking as compared to traditional banking and lack of knowledge, information are perceived to 
be the most significant barriers in adoption of internet banking among respondents. Unlike other 
studies lack of security, risk of hacking, fear of incomplete transactions and high financial risks 
are perceived to be moderately significant barriers. The study recommends that the banks should 
identify the information needs of the customers and establish the effective information channels to 
communicate the benefits and uses of internet banking services and develop long term 
relationship. 
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INTRODUCTION   
 
mportance of internet in the banking system had been realized in its early developments and later on it 
played an important role in the globalization of banking system (Mavri and Ioannou, 2006). Internet 
banking service provides customers the facility to access their accounts and to gather information about 
the transactions and other services offered through bank’s websites without any formal documentation (Thulani et 
al, 2009). It also has the features of retail banking like balance reporting, inter-account transfer, bill payment etc 
without sending and using the original documents and signature at anytime and from anywhere, which undoubtedly 
made ease for customers (Sathye, 1999; Ibrahim et al, 2006).  
 
It has been observed in the developed countries in general and developing countries in particular that 
during the last decade, electronic banking has enjoyed remarkable multidimensional growth and better services as 
compared to traditional banking system (Lichtenstein and Williamson, 2006; Gonza’lez et al, 2008). Internet 
banking is considered as an important part of E-banking and has played a vital role in its growth (Gan et al, 2006). It 
has robust ability to provide benefits to both consumers and banks and can be characterized as time and cost saving 
mechanism. Major Benefits of the internet banking against the traditional banking include the requirement of less 
number of employees, low error rate and paper work, and better fund management for banks; and consumers enjoy 
I 
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higher level of convenience and any-time availability of services (Howcroft et al.,2002; Riyadh et al., 2009; Hua, 
2009). 
 
According to Zeithaml et al. (2008), consumer perception plays a vital role particularly in pre-purchase 
decision making of services with high credence attributes as their pre-purchase evaluation is difficult.  Although 
internet banking provides recognized benefits for customers over the traditional banking system, however, the 
customer’s adoption of internet banking depends upon the pre-purchase perception of its proposed benefits instead 
of the potential benefits it can actually provide, due to its high credence nature (Eriksson et al, 2005). Underlying 
customer perceptions, satisfaction and other behavioral constructs have, therefore, become research-worthy subjects 
for the researchers and practitioners in this field of study, however, customer perception has been given an 
escalating importance in the empirical studies due to its significant role in service evaluation (Sathye, 1999; 
Howcroft et al., 2002; Mäenpää, 2010). 
 
Various factors have been identified based on customer’s perception as determinants of the adoption of 
internet banking, these include perception about:  ease of use, access, availability and usefulness (Howcroft et al, 
2002; Eriksson et al, 2005). Perception regarding security and privacy of information however are ranked as most 
influential by many of the studies (Wang et al, 2003).  
 
These determinants do not identically influence the adoption all over the world; the impact is different in 
developing and developed countries. Similarly the impact of such determinants may be different in big 
metropolitans and remote areas within a country. Non-metropolitan areas should be given more attention in 
developing countries as more than half fraction of the population of any developing country lives in suburbs and 
rural areas. In Pakistan, for instance, about 70% population lives in rural areas (Khan, 2007; Qureshi, 2008). 
 
There are more then 18.5 million users of internet services in Pakistan with10.6% penetration rate and 70% 
banks are offering internet banking services but adoption rate of the service is very slow (SBP, 2009). A study 
conducted by Khan (2007) in Pakistan revealed that due to big communication gap between the customers and 
banks, internet banking services are not matching the customers’ expectation and needs, in addition to the consumer 
perception of high risk, privacy and security issues. Another study by Kaleem (2008) explored the bankers’ 
perception about internet banking and revealed that bankers perceive that internet banking in Pakistan is more risky; 
lack of information, inconvenience and security issues are perceived to be other barriers in rapid growth of internet 
banking. However, no significant study was found with focus on identifying perceived barriers in adoption of such 
services among internet users of non-metropolitan areas of any developing country including Pakistan.  
 
The purpose of this paper is first to identify and synthesize customer’s perceived barriers in adoption of 
internet banking in meaningful categorize through extensive literature review. Secondly, to empirically measure the 
perceptions of the bank customers who are active internet users living in non-metropolitan areas of Pakistan. The 
researchers also identify the underlying connections between perceptions and various demographic characteristics 
including, age, gender, marital status, occupation, education and income level. 
 
LITERATURE REVIEW 
 
Studies have explored several barriers towards adoption of internet banking associated with internal control 
of the banks and in the external environment. Internally, major barrier include the organization’s own willingness 
and abilities to effectively utilize the web technology (Chircu and Kauffman, 2000). Negative attitude of the 
managers towards benefits of IB creates hurdles in offering internet based services. Some other internal barriers 
include lack of management’s commitment, lack of technological resources, lack of interest in adopting new 
technology by bank staff and shortage of infrastructure (Basu, 2002). External barriers are of major concern but are 
beyond the control of an organization including lack of governmental support, high implementation cost, lack of 
infrastructure, social, cultural, political and legal issues in a country (Van and Cavaye, 1999). Customer’s perceived 
barriers towards the adoption of internet banking identified by the previous studies are categorized as psychological 
and technical barriers, their connections between the perceived barriers and the demographic characteristics of the 
customers are also presented below: 
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PSYCHOLOGICAL BARRIERS 
 
Low Perceived Value 
 
Adoption of the new technological products majorly depends upon the customer perceived value of a 
product or service (Ram and Sheth, 1989). It is customer’s perception about the product or service performance to 
fulfill needs, and the associated costs to realize the perceived benefits among other available alternatives (Kotler and 
Keller, 2006). Despite these advantages, it has been observed in developing countries like Ghana that customer’s 
perceived value for the internet banking is low as compared to traditional banking system (Adams and Lamptey, 
2009). Internet banking subscribers perceive the service costlier as compared to the benefits it provides (Kuisma et 
al 2007). Low percieved value results in negative word of mouth and work as barrier towards the adoption of the 
services by new potential subscribers (Shamdasani, et al., 2008). 
 
High Perceived Risk 
 
Perceived risk has been identified by many studies as one of the most influential barriers towards the 
adoption of internet banking (Laforet and Li, 2005; Eriksson et al., 2008; Aldas-Manzano, 2009). Customers 
perceive the internet banking services more risky as compared to the conventional banking (Zhao et al., 2008). 
Researchers have identified several types of perceived risks including economic, functional, social and 
psychological risk influencing the pre-purchase decision making of a customer particularly in services (Ram and 
Sheth, 1989; Zeithaml et al, 2008)  
 
Economic Risk 
 
Most of the researches on the topic have identified a significant negative relationship between economic 
risk and adoption of internet banking (Nancy et al., 2001). Perceived economic risk is observed to be very customary 
and concern for financial loss during online transaction is found to be high (Wang et al. 2003).  
 
Functional Risk  
 
According to Almogbil (2005) perceived functional performance of internet banking has a positive 
relationship with its adoption. Due to its technical nature and self-service features the functional risk is found to be 
higher among the developing nations with high illiteracy, as compared to the developed countries, where perceived 
operating difficulty and chances of incomplete transactions due to internet speed failure are recognized to be higher 
(Agarwal et al., 2009; Kuisma et al, 2007, Aslam and Sarwar, 2010).  
 
Social Risk 
 
Most of the developing countries have soft and collectivist culture where concern for social values is high 
(Tayeb, 2005) and among nations where internet density is low its image and perception is negative as compared to 
the nations with high internet density (Durkin, 2004). The negative attitude of society towards internet in developing 
countries increases social concerns and results as barrier in its adoption which ultimately may cause slow diffusion 
of internet banking services (Kuisma et al., 2007; Ram and Sheth, 1989). Unlike traditional banking, using online 
banking is also perceived to hinder the social relationships which are developed during transactions based on 
interpersonal interaction at the physical servicescape (Jansson and Letmark, 2005).   
 
Psychological Risk  
 
Psychological inconvenience while switching from routine products to adopt innovation is found to be 
another significant barrier (Arnould and Zinkhan, 2004). Similarly psychological risk to switch from conventional 
banking habits to the online banking system and to learn new technology impedes the adoption process (Ram and 
Sheth, 1989, Jansson and Letmark, 2005).  
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TECHNICAL BARRIERS 
 
Security and Privacy 
 
The banks with good functional performance, having accuracy in record keeping with secure transactions, 
keeping and maintaining privacy of information and providing the services within the due time have larger number 
of satisfied online subscribers (Ziethmal et al, 2002; McKinney et al, 2002). Security and privacy issues have been 
widely argued to be the most significant barriers in the adoption of internet banking. It includes protection against 
fraud and hacking of personal information which can provide third person an easy access to the financial accounts 
and its misuse (Mattila, et al., 2003). Security and privacy concerns raise trepidation among the customers regarding 
service quality, functional utility, adoption of internet banking and even bank selection (Mäenpää, 2010; Liao and 
Cheung, 2002;). Trout (1999), Hernandez and Mazzon, (2007), have also revealed the similar reasons for not using 
the internet banking.  
 
Lack of knowledge 
 
Lack of knowledge about the services offered on internet also hinders the account holders of a bank to 
adopt the online services. A study by Trout, (1999) revealed that only 76% customers of a bank knew nothing or 
very little about services offered on internet by their bank. On the other side, another study uncovered that almost 
50% of bank managers were lacking clear understanding of their customers’ online information needs (Newkirk, 
2000). According to Doll (1995), interaction with information available on web layout is also a main source for 
satisfaction or dissatisfaction among customers, if customers find the first online interaction difficult they would not 
prefer to use it again. Many emperical evidiences exist to recognize the lack of knowledge about internet banking 
services and its benefits as a factor which accouts for low adopation rate of internet banking (Howcroft et al. 2002; 
Laforet and Li 2005; Zhao et al., 2008). The adopation of internet banking requires the customers to have 
information regarding the privacy, passwords veracity, data encryption, protection of personal information and 
hacking issues. (Benamati and Serva, 2007). The adopation rate can be raised if customers are made cognizant about 
the functions of internet banking. 
 
Access to Internet 
 
Availability of computer, fast speed internet connection and their basic knowledge are prerequisites to 
access the internet banking services, in developing countries, it is one of the major factors behind the slow adoption 
of internet banking (Marlin, 2005). The adoption of internet banking is not possible without proper and straight 
access of the internet.  
 
DEMOGRAPHIC CHARACTERISTICS 
 
Studies have also explored the potential relationship between demographic characteristics of customers and 
adoption of internet banking, however, this relationship is not found to be as significant as with the psychological 
factors in determining the adoption (Gan et al., 2006, Howcroft et al., 2002, Yuan et al, 2010).  
 
Age 
 
Several researches found a negative relationship between age of a bank’s customer and use of computer 
and internet as mature customers find it difficult to learn and use new technologies (for example  Sathye, 1999; 
Howcroft, et al., 2002). According to Trout (1999) mature customers are more conservative than young customers 
and resist new technologies and ways of financial payments. It has been observed that the most of internet banking 
subscribers belong to young generation and the chance of its adoption among mature people is low (Wang et al., 
2003; Yuan et al, 2010). 
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Education 
 
Many studies have found that level of education has very significant impact on the adoption of internet 
banking, as the education level increases the likelihood of adopting online services increase, (Mattila, et al., 2003; 
Laforet and Li, 2005; Yuan et al, 2010 ). Low level of education and literacy is therfore identified as a very 
signifcant barrier in diffusion of internet banking services.  
 
Marital status 
 
Married customers have shown more tendencies towards using internet banking than singles or widows 
among mature customers. A study by Mattila, et al (2003) showed that 19.4 % of married customers use internet 
banking while 3.6 % of unmarried customers use internet banking. Similar findings have also been reported by Gan 
et al. (2006) that married people use the internet banking more than the unmarried people.  
 
Gender 
The research by Mattila, et al., (2003) found that men are more likely to use internet banking than woman 
as women are found to be more concerned for privacy and security issues, however, this relationship was observed 
to be moderately significant  (Shergill and Li’s ,2005).  
 
Income level 
 
Income level is found to be another significant demographic determinant for the adoption of internet 
banking. It has been observed that adoption of internet banking is high among middle and upper income groups as 
compared to the low income groups (Laforet and Li, 2005; Yuan et al, 2010). Similarly use of internet banking is 
also found high among customers with larger deposits in their accounts (Mattila, et al., 2003; Yuan et al, 2010). 
Using internet banking also requires a user to bear an extra cost in the form of personal computer with high speed 
internet facility which can be afforded by the high and moderate income groups (Mattila et al, 2003). 
 
METHODOLOGY 
 
The current study was conducted in Southern Punjab, representing the non-metropolitan cities of Pakistan 
where most of the banks are offering internet banking services. A sample of 520 customers from 10 banks offering 
internet banking was selected. Selection criteria were to have an account with the bank offering internet service and 
familiarity with the internet and being its active user as these are the prerequisite for every customer to subscribe the 
internet banking IB services. 
 
A structured questionnaire was designed as data collection instrument. The data was collected by visiting 
various branches of the 10 chosen banks situated in various cities of Southern Punjab, including Rahimyar Khan, 
Bahawalpur and Bahawalnagar Districts. Each respondent was given questionnaire to fill in after a preliminary 
interview to ensure that the respondent was well aware of the internet and was its regular user with an active email 
ID but was not an active subscriber of internet banking services.  
 
In order to measure the respondents’ perceptions on 13 variables identified by the prior studies they were 
asked to express their attitudes on a 5-point Likert scale (1=strongly disagree to 5=strongly agree). Categorical 
variables were also included in questionnaire to develop demographic profiles of the respondents in order to identify 
the possible links between their demographic characteristics and adoption of IB. A pilot survey was conducted on 
the students having their own bank accounts in order to examine the reliability and validity of the questionnaire. The 
data was then analyzed using descriptive statistics using SPSS.  
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FINDINGS AND DISCUSSION  
Table 1 
Demographic Profile of Respondents 
  N=520 % 
Age 
Below 25 162 31.2% 
25-35 150 28.8% 
35-45 113 21.7% 
45-55 45 8.7% 
55 and Above 50 9.6% 
Gender 
Male 293 56.3% 
Female 227 43.7% 
Marital Status 
Single 269 51.7% 
Married 251 48.3% 
Occupation 
Professional Employment  151 29.0% 
Businessman 90 17.3% 
Student 115 22.1% 
Landlord 48 9.2% 
Others 116 22.3% 
Education Level 
Matriculate (10 years) or Below 98 18.8% 
Bachelors (14 years) 242 46.5% 
Masters (16 years) or Above 180 34.6% 
Income Level (PKR Per 
Month) 
Below 20,000 205 39.4% 
20,000-30,000 165 31.7% 
30,000-50,000 67 12.9% 
50,000-70,000 44 8.5% 
70,000 and above 39 7.5% 
 
 
Table 2 
Perceptions of Internet Users About The Factors Hindering Their Adoption of Internet Banking 
Statements Mean Std. Deviation 
1. Personal Computer is required to subscribe IB 2.18 1.526 
2. Lack of access to internet 2.34 1.560 
3. Lack of privacy 2.82 1.403 
4. Extra associated costs 2.73 1.495 
5. Loss of personal service and one-to-one relationship with bankers 3.55 1.267 
6. Fear of incomplete transactions 3.32 1.239 
7. High financial risk 3.24 1.257 
8. Lack of security and risk of hacking 3.35 1.283 
9. Lack of knowledge about the products and services offered on internet 3.39 1.234 
10. Traditional banking offers more benefits as compared to IB 3.41 1.110 
11. Lack of technical knowledge about using IB 2.96 1.538 
12. Inconvenience of adopting new technology 2.65 1.292 
13. It is time taking and difficult to learn IB online interface 2.49 1.396 
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The study examined the perceptions of 520 account holders of various banks who were active users of 
internet and associated with different demographic characteristics outlined in Table 1. The table shows that out of 
60% percent male and 40% female respondents the largest respondent group 31.2% was from the age group below 
25 as most of the customers using internet actively were found in this age group. Most of the respondents were 
single that is 56%. Although in the targeted areas most of the population belongs to the agricultural farming, 
however, very few were found active users of internet that is why their proportion in the sample is 9.2% with highest 
proportion of professional employees 29%. Most of the respondents, 46.5% in the study sample were graduates with 
14 years of education. Due to the weak economic conditions of the non-metropolitan areas large proportion of the 
respondents 39.4% belonged to income group below 20, 000.  
 
The respondents were asked to rate the statements presented in Table 2 on their perception being reason for 
hindering their use and adoption of internet banking. The analysis of the results presented in the table shows that 
‘Loss of personal service and one-to-one relationship with bankers’ emerge with the highest mean score 3.55 which 
implies that for the people in non-metropolitan areas it is important that they should be served personally by the 
bank staff and interpersonal relationship with bank officers are important to them, fear of loosing such relationships 
initiate the trust deficit and hinders them adopting internet banking services. This finding substantiates the findings 
of Wan et al., (2005). Lichtenstein and Williamson (2006) also found that customer’s routine attachment with 
conventional banks is perceived to be as a major barrier by them in the adoption of the internet banking.  
 
Second highest score of 3.41 belongs to the statement ‘Traditional banking offers more benefits as 
compared to IB’ which surprisingly shows that the banking customers perceive the traditional banking providing 
more value as compared to the internet banking. The reason behind it can be the lack of education and marketing 
about the features, existence, advantages and benefits of internet banking from the banks and bankers (Lichtenstein 
and Williamson 2006). Third highest mean score of 3.39 also favors this finding that the respondents perceive ‘Lack 
of knowledge about the products and services offered on internet ’ to be the barrier in their adoption of Internet 
banking and are verified by similar findings of  Sathye (1999); Howcroft et al. (2002); Laforet and Li (2005); and 
Zhao et al. (2008), which revealed that lack of knowledge about the internet banking service and its benefits is a 
major factor in causing customer not to adopt it. Banks in Pakistan provide online banking services and products 
like, online balance inquiries, transfer of funds, payments of credit cards, utility bills, online applications and for 
information download, however, very small proportion of customers was found to be aware of these services 
(Kolachi 2006). 
 
Lack of security and risk of hacking, Fear of incomplete transactions and High financial risks received the 
average scores of 3.35, 3.32, and 3.24 in limiting the use and adoption of internet banking among the customers. 
This finding is opposite to many other studies here these risks were found to be the most determinantal in limiting 
the adoption of internet banking (Sathye, 1999; Nancy et al.’s,2001; Howcroft et al., 2002;  Laforet and  Li, 2005; 
Khan, 2007;  Qureshi et al, 2008;  Zhao et al., 2008).  The reason might be the lack of awareness about online 
transactions as e-commerce in general is very rare in the study population of interest.  
 
Perception of ‘Lack of technical knowledge about using IB’, ‘Lack of Privacy’, ‘Extra associated costs’ and 
‘Inconvenience adopting new technology’ to be the barriers in adopting  technology was found to be moderately 
significant with mean scores of 2.96, 2.82, 2.73 and 2.65 respectively and these results are similar to the findings of 
Benamati and Serva, (2007). Unlike previous studies of Mavri and Ioannou, (2006) and Adams and Lamptey (2009) 
‘Lack of access to internet’ and ‘need for personal computer’ are not perceived as significant barriers in adoption of 
internet banking among the respondents belonging to the non-metropolitan areas.  
 
Table 3 below furthers the analysis by examining the responses across various dimensions of demographic 
characteristics. The lowest and highest mean scores in each category are expressed as bold digits in the table. 
Developing relationships with bank staff seem to be important determinant for not adopting IB among young and 
old age customers. Customers of mature age are more concerned about the risk, extra costs and lack of knowledge 
about the online offerings by their banks. Male respondents rated the lack of awareness about the online services and 
female respondents were found to be more concerned about loosing the interpersonal relationships and on-branch 
services similar observations were true for respondents living as singles, however, lack of security and risk of 
hacking were rated highest by married respondents.  
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Table 3  
  
Q
1 
Q
2 
Q
3 
Q
4 
Q
5 
Q
6 
Q
7 
Q
8 
Q
9 
Q
10 
Q
11 
Q
12 
Q
13 
Age 
            
  
Below 25 
2
.27 
1
.78** 
2
.97 
2
.48 
3
.96* 
3
.49 
3
.02 
2
.91 
3
.79 
3
.27 
3
.08 
2
.41 
2
.29 
25-35 
1
.57** 
2
.53 
2
.06 
2
.63 
3
.50 
3
.57 
3
.32 
3
.47 
3
.88* 
3
.66 
2
.89 
2
.83 
2
.55 
35-45 
2
.28** 
2
.87 
3
.27 
3
.01 
2
.88 
2
.63 
3
.19 
3
.94* 
3
.59 
3
.58 
3
.06 
2
.38 
2
.52 
45-55 
1
.91** 
2
.24 
2
.96 
3
.38* 
3
.36 
3
.20 
3
.42 
2
.89 
3
.02 
2
.84 
2
.87 
3
.11 
2
.80 
55 and Above 
2
.36** 
2
.52 
3
.52 
2
.68 
4
.08* 
3
.68 
3
.68 
3
.48 
3
.44 
3
.20 
2
.68 
3
.04 
2
.56 
Gender 
             
Male 
1
.93** 
1
.97 
2
.73 
2
.40 
3
.11 
3
.29 
2
.94 
3
.23 
3
.31* 
3
.16 
2
.18 
2
.42 
2
.11 
Female 
2
.51 
2
.82** 
2
.95 
3
.17 
4
.11* 
3
.35 
3
.63 
3
.50 
3
.50 
3
.73 
3
.99 
2
.93 
2
.97 
Marital Status 
             
Single 
1
.97 
1
.70** 
2
.81 
2
.26 
3
.58* 
3
.38 
2
.99 
2
.95 
3
.71 
3
.35 
2
.81 
2
.25 
2
.07 
Married 
2
.41** 
3
.03 
2
.84 
3
.24 
3
.52 
3
.25 
3
.52 
3
.77* 
3
.04 
3
.47 
3
.13 
3
.07 
2
.92 
Occupation 
             
Professional Employment  
1
.76** 
2
.77 
3
.22 
3
.52 
3
.60* 
2
.91 
3
.17 
3
.34 
2
.75 
3
.28 
3
.17 
2
.67 
2
.79 
Businessman 
1
.87** 
2
.26 
2
.90 
2
.64 
3
.97* 
3
.52 
2
.92 
3
.18 
3
.49 
3
.48 
2
.69 
2
.82 
2
.69 
Student 
2
.12 
1
.88** 
2
.74 
2
.50 
4
.05* 
3
.54 
3
.30 
2
.92 
3
.77 
3
.37 
3
.69 
2
.46 
2
.42 
Landlord 
2
.08** 
3
.31 
2
.54 
3
.23 
4
.23 
3
.88 
4
.40* 
3
.92 
3
.96 
4
.02 
3
.23 
3
.67 
3
.46 
Others 
1
.77** 
1
.91 
2
.46 
1
.82 
2
.36 
3
.63 
3
.06 
3
.67* 
3
.54 
3
.28 
2
.07 
2
.24 
1
.60 
Education Level 
             Higher Secondary (12 years) or 
Below 
2
.17**  
3
.34  
3
.67  
3
.37  
3
.94*  
2
.66  
3
.64  
3
.51  
3
.51 
2
.84  
3
.00  
3
.51  
3
.34  
Bachelors (14 years) 
1
.99** 
2
.23 
2
.50 
2
.91 
3
.69* 
3
.59 
3
.36 
3
.08 
3
.90 
3
.61 
3
.28 
2
.65 
2
.59 
Masters (16 years) or Above 
1
.43** 
1
.49 
2
.66 
1
.98 
3
.14 
3
.48* 
2
.85 
3
.45 
3
.31 
3
.44 
2
.34 
2
.24 
1
.89 
Income Level 
             
Below 20,000 
2
.85** 
3
.08 
2
.89 
3
.36 
3
.89 
3
.16 
3
.80 
3
.68 
3
.45 
3
.47 
3
.57 
2
.94 
2
.93 
20,000-30,000 
1
.58** 
1
.71 
2
.58 
2
.27 
3
.09 
3
.58 
2
.82 
3
.24 
3
.35 
3
.47* 
2
.73 
2
.30 
1
.98 
30,000-50,000 
1
.82 
1
.76** 
2
.77 
2
.64 
3
.64 
2
.94 
2
.60 
2
.73 
3
.27 
3
.36* 
2
.31 
2
.19 
2
.27 
50,000-70,000 
2
.59** 
3
.05 
3
.43 
2
.84 
3
.73* 
3
.32 
3
.39 
3
.14 
3
.18 
2
.70 
2
.73 
3
.39 
2
.98 
70,000 and above 
1
.36 
1
.33** 
2
.95 
1
.49 
3
.31 
3
.67 
3
.03 
3
.36 
3
.69* 
3
.67 
2
.10 
2
.54 
2
.13 
 *Highest mean score in category               ** Lowest mean score in category 
 
 
Loss of personal services and interpersonal relationship were found to be the major concerns among 
employees, businessmen and students; however, the concern was higher among students. Risk factor was observed 
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higher among the landlords and respondents from ‘other occupation’ category. Respondents with education level 
‘Bachelors and below’ also showed concern for loosing relationships, however, fear of incomplete transactions was 
found higher among highly educated people. Concern for financial loss was found to be high among respondents 
with income level below 20,000. The perception of traditional banking being better than IB was found to be stronger 
among the people with income ranging from 20,000 to 50,000. Concern for loosing relationship and lack of 
knowledge about online offerings were found higher among higher income groups.  
 
The perception of need for personal computer and lack of access to internet were found to be least 
concerning issues in not using IB across most of the categories.  
 
CONCLUSION & RECOMMENDATIONS 
 
The escalating trend towards adopting E-banking and offering internet banking services by Pakistani banks 
makes it principally important for them to identify the barriers perceived by their customers in the adoption of 
internet banking, particularly for big fraction of customers living in non-metropolitan areas.  The study was designed 
to explore the perceived barriers in adoption of internet banking through literature review and to investigate the 
perceived barriers among bank customers of non-metropolitan areas who were active internet users. The study also 
examined how perception about these barriers varies across customers with various demographic characteristics. 
The study revealed that getting service directly from bank’s personnel and developing one-to-one relationship with 
them is a major concern for the customers and internet banking perceived to be a possible cause for losing such 
opportunities unlike on-branch interactions. Security, privacy and high associated risks are significantly perceived 
barriers after low perceived value and lack of knowledge about online benefits and offers.  
 
The findings show that customers perceive more value and satisfaction in conventional banking system as 
compared to internet banking, customer-banker communication gap seems to be the most significant factor behind it. 
In light of the findings it is suggested that banks should understand the information needs of their non-metropolitan 
customer and effective communication channels should be developed in order realize potential benefits of internet 
banking and to remove the perceived concerns associated with it. The online offerings can be promoted through 
emails and mobile phone short messaging services; however, an interpersonal communication channel is essential to 
converse benefits and basic information about internet banking which will also help in removing the customer’s 
concern for losing the personal service and one-to-one relationships. The website interface should be secure, simple 
and convenient leading towards enjoyable experience. The offerings must be designed while considering the specific 
needs of the non-metropolitan customers. Finally banks need to develop synergy between traditional banking system 
and internet banking.  
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